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STATE  OF  MONTANA 

MILES  COMMUNITY  COLLEGE 

Report  on 
Centra  Building  Operations 
June  30,  1981  and  1982 


Prepared  by: 

Haas  &  Associates,  PSC 
Certified  Public  Accountants 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 
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STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


December  6,    1982 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  H.GILLETT 

FINANCIAL/COMPLIANCE 
AND  CONTRACTED  AUDITS 

SCOTT  A.  SEACAT 

PERFORMANCE/SUNSET  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  Miles  Community  College  for 
the  two  fiscal  years  ended  June  30,  1982. 

The  audit  was  conducted  by  Haas  and  Associates,  PSC,  under  a  con- 
tract between  the  firm  and  our  office.  The  comments  and  recom- 
mendations contained  in  this  report  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Robert  R.  Rincwood 
Legislative  Auditor 


-l- 


MILES  COMMUNITY  COLLEGE 


CENTRA  OPERATIONS 


Index 

Pa9e 


Auditor's  Report 


Comparative  Statement  of  Assets  and  Liabilities 

Arising  from  Centra  Building  Operaitons 2 

Comparative  Statement  of  Revenues  and  Expenses 

and  Statements  of  changes  in  Fund  Balances -  3 

Comparative  Statements  of  Changes  in 

Financial  Position 4 

Notes  to  the  Financial  Statements 5 

Management  Letter 7 


-li- 


DOWNTOWN  PROFESSIONAL  CENTER 
314  NORTH  LAST  CHANCE  GULCH 


mkS&^BQCIATES 

R>1F      N\  ^^^.  P.S.C..  A  PROFESSIONAL 


SERVICES  CORPORATION 
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November  23,  1982 

Miles  Community  College 
Miles  City   MT   59301 

We  have  examined  the  Statement  of  Assets  and  Liabilities  arising 
from  Centra  Building  Operations  of  Miles  Community  College  as  of 
June  30,  1981,  and  June  30,  1982,  and  the  related  statements  of 
revenues  and  expenses,  changes  in  fund  balances,  and  statements 
of  changes  in  financial  position  for  the  two  years  then  ended.   Our 
examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  the  Instructions  to  Independent  Certified  Public  Ac- 
countants in  the  U.  S.  Department  of  Agriculture  Farmer's  Home 
Administration  pamphlet  on  audits  dated  June  1977,  and  accordingly 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances.   We  have 
examined  the  financial  statements  of  Miles  Community  College  for  the 
two  years  ended  June  30,  1982,  as  required  by  Montana  state  statutes, 
and  have  issued  our  audit  report,  which  was  dated  November  23,  1982, 
on  these  financial  statements.   Our  opinion  on  the  financial  state- 
ments was  qualified  because  of  inadequate  detail  records  for  $305,602 
of  equipment  and  furniture  and  because  the  unfunded  liability  for 
compensated  absences  was  not  recorded. 

In  our  opinion,  the  financial  statements  for  the  Centra  Building 
operations  referred  to  above  present  fairly  the  financial  position  of 
Miles  Community  College,  Centra  Operations,  at  June  30,  1981,  and 
June  30,  1982,  and  the  results  of  its  operations  for  the  year  then 
ended,  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

In  connection  with  our  examination,  nothing  came  to  our  attention 
that  caused  us  to  believe  Miles  Community  College  was  not  in  com- 
pliance with  the  terms  and  agreements  of  the  Real  Estate  Mortgage 
for  Montana  dated  January  21,  1981.   However,  it  should  be  noted 
that  our  examination  was  not  directed  primarily  toward  obtaining 
knowledge  of  such  noncompliance. 
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MILES  COMMUNITY  COLLEGE 

CENTRA  OPERATIONS 

COMPARATIVE  STATEMENT  OF  ASSETS  &  LIABILITIES 

Arising  From  Centra  Building  Operations 


ASSETS 

Current  Assets 
Cash 

Petty  Cash 
Accounts  Receivable 

Fixed  Assets 
Building 
Plant  Improvements 

Total  Assets 


June  30, 
1981 


$     6,568 


1,142,746 
$  1,149,314 


June  30, 
1982 


< 

? 

(2, 

,978) 
100 
7 

1. 

142, 
13, 

746 
719 

$ 

1, 

153, 

594 

LIABILITIES  and  FUND  BALANCE 

Liabilities 

Unearned  Membership  Revenue 

Amount  due  Contractor 

FmHA  Note  Payable 
Total  Liabilities 
Fund  Balance 


6,000 
894,096 


900,096 
249,218 


1,486 


880,499 


881,985 
271,609 


Total  Liabilities  & 

Fund  Balance 


$  1,149,314 


$  1,153,594 


WKS^^SBOCIATES 
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CERTIFIED  PUBLIC  ACCOUNTANTS 

HELENA,  MONTANA 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


-2- 


MILES  COMMUNITY  COLLEGE 
CENTRA  OPERATIONS 
COMPARATIVE  STATEMENTS  OF  REVENUES  AND  EXPENSES 
AND  STATEMENTS  OF  CHANGES  IN  FUND  BALANCES 
For  the  Years  Ended  June  30,  1981  and  1982 


July  1,  1980  to 
June  30,  1981 


July  1,  1981  to 
June  30,  1982 


Revenue 

Sales 

Rentals 

Memberships 

Use  Fees 

Miscellaneous  Income 

Transfers  from  Other  Funds 


Total  Revenue  and  Transfers 


$     736 

13,094 

13,057 

2,229 

32,318 
61,434 


901 

14,355 

15,660 

5,239 

6,976 

19,597 


62,728 


Expenses 

Salaries 
Supplies 

Equipment  Rental 
Contracted  Service 
Utilities 
Commissions 
Purchases 
Miscellaneous 

Total  Expenses 


$  15,182 

$ 

21,622 

785 

584 

634 

624 

970 

1,422 

4,140 

14,763 
278 

818 

882 

19 

162 

22,548 


40,337 


Excess  (Deficit)  Revenues  over 

Expenses  $  38,886 

Beginning  Fund  Balance  210, 332 

Ending  Fund  Balance  $  249,218 


$  22,391 

249,218 

$  271,609 


hWKSa,  ^SBGCI ATES 


R/1E    ISN. 


!*S 


PSC     A  PROfESSlONAi. 
SERVICES  CORPORATION 


CERTIFIED  PUBLIC  ACCOUNTANTS 

HELENA,  MONTANA 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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MILES  COMMUNITY  COLLEGE 

CENTRA  OPERATIONS 

COMPARATIVE  STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 

For  Years  Ended  June  30,  1981  and  June  30,  1982 


1981  1982 


Funds  Provided: 


Net  Income  38,886  22,391 

Items  included  in  net 

income  not  affecting 

working  capital 
Unearned  Revenue  1,486 


Funds  provided  by  operations  38,886           23,877 

Borrowings  from  FmHA  900,000 
Borrowings  from  First  Bank, 

Miles  City  269,748           23,877 

Total  Funds  Provided  1,208,634           23,877 


Funds  Applied: 

Additions  to  Property  8,837  13,719 

Reduction  of  Long  Term  Debt  1,193,229  19,597 

Total  Funds  Applied  1, 202, 066  33, 316 

Increase  (Decrease)  in 

Working  Capital  6, 568  (9,439) 


Changes  in  Working  Capital 

Increase  (Decrease)  in 

Current  Assets 

Cash  6,568  (9,446) 

Accounts  Receivable  -0-  7 


Increase  (Decrease)  in 

Working  Capital         6, 568  (9,439) 


mkS«,^8BQCIATES 


R4E   NV 


K 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


PSC    A  PROFESSIONAL 
SERVICES  CORPORATION 


CERTIFIED  PUBLIC  ACCOUNTANTS  -4- 

HELENA.  MONTANA 


MILES  COMMUNITY  COLLEGE 

CENTRA  OPERATIONS 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

June  30,  1982 


Note  1  -  Summary  of  Significant  Accounting  Policies 

The  financial  statements  of  Miles  Community  College 
Centra  Operation  have  been  prepared  on  the  accrual 
basis  except  for  depreciation  accounting  as  explained 
in  Note  2  to  the  financial  statements. 

In  accordance  with  accepted  accounting  principles 
for  colleges  and  universities,  the  College  does  not 
provide  for  depreciation  of  physical  properties. 

Centra  Operations  Fund  is  not  an  enterprise  fund, 
therefore,  the  physical  plant  and  improvements  and 
related  liability  are  not  included  in  the  Centra 
Operations  Fund  in  the  accounting  records  of  the 
College.   The  assets  and  liabilities  are  properly 
included  in  the  Investment  in  Plant  Fund.   For 
purposes  of  these  financial  statements  the  assets 
and  related  liabilities  are  included. 

To  the  extent  that  other  funds  are  used  to  finance 
plant  assets,  the  amounts  provided  are  accounted  for 
as  mandatory  transfers,  in  the  case  of  required 
provisions  for  debt  amortization  and  interest. 


Note  2  -  Other  Significant  Accounting  Policies 

Physical  Plant  and  Improvements 

Physical  plant  and  improvements  are  stated  at  cost  at 
date  of  acquisition  or  fair  value  at  date  of  donation 
in  the  case  of  gifts.  Depreciation  on  physical  plant 
and  improvements  is  not  recorded. 
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MILES  COMMUNITY  COLLEGE 

CENTRA  OPERATIONS 

NOTES  TO  THE  FINANCIAL  STATEMENTS  -  continued 


Note  3  -  Notes  Payable 

Farmers  Home  Administration  (FmHA) 

The  physical  education  facility  was  completed  in  the 
1980-81  fiscal  year.   Interim  financing  for  the  facility 
was  provided  by  three  Miles  City  banks  until  January  19, 
1981,  when  permanent  financing  was  received  from  the 
Farmer's  Home  Administration  in  the  amount  of  $900,000. 
The  term  of  the  loan  is  30  years  and  bears  interest  at 
5  percent  per  annum.   The  loan  is  a  special  limited 
obligation  of  Miles  Community  College  District  and  will 
not  constitute  a  general  obligation  thereof. 

The  Miles  Community  College  Endowment  Corporation 
guaranteed  the  FmHA  loan  and  pledged  certain  of  its 
assets  to  meet  the  FmHA  requirement  for  a  loan  reserve. 

The  loan  will  be  repaid  through  the  following:  (1)  a 
special  building  fee  charged  to  students;  (2)  charges 
for  use  of  the  facility;  (3)  investment  income;  (4)  funds 
received  from  the  Endowment  Corporation;  and  (5)  other 
revenues  of  the  College. 

At  June  30,  1981,  the  mortgage  payable  was  $894,095.48, 
and  at  June  30,  1982,  it  was  $880,498.54. 

The  college  records  interest  expense  on  the  above  liability 
when  paid.   The  recognition  of  accrued  interest  expense 
would  not  have  a  material  effect  on  the  College's  overall 
financial  position. 

Note  4  -  Related  Party  Transactions 

The  Miles  Community  College  Endowment  Corporation  is  a 
separate  corporation  formed  to  promote  Miles  Community 
College. 

Income  from  the  Endowment  fund  of  the  corporation  is 
paid  to  the  College  to  assist  in  servicing  the  FmHA 
mortgage  on  the  P.E.  (Centra)  Building. 

The  corpus  of  the  endowment  fund  is  pledged  as  a  reserve 
as  required  by  the  FmHA  mortgage  agreement  on  the  P.E. 
(Centra)  Building. 


K4kS«,^8BQCIATES 


ME   NN. 


K 


PSC    A  P0OFESSIONA1 
SERVICES  COBPORAHON 


CERTIFIED  PUBLIC  ACCOUNTANTS  -6- 

HELENA,  MONTANA 


DOWNTOWN  PROFESSIONAL  CENTER 
314  NORTH  LAST  CHANCE  GULCH 


hWKS&^SBOCIATES 

DAC      hK  ^^V  P.S.C..  A  PROFESSIONAL 

•Vt      '^x-  ^.  SERVICES  CORPORATION 


CERTIFIED  PUBLIC  ACCOUNTANTS 

(406)  443-6200 

P.  O.  BOX  198 

HELENA  MONTANA  59624 

November  23,  1982 


Miles  Community  College 
Miles  City   MT    59301 

We  have  examined  the  financial  statements  of  Miles  Community 
College,  Centra  Operations,  for  the  fiscal  years  ended  June  30, 
1981  and  June  30,  1982,  and  have  issued  our  report  thereon  dated 
November  23,  1982.   As  a  part  of  our  examination,  we  made  a  study 
and  evaluation  of  the  College's  system  of  internal  accounting 
control  to  the  extent  we  considered  necessary  to  evaluate  the 
system  as  required  by  generally  accepted  auditing  standards  and 
the  Instructions  to  Independent  Certified  Public  Accountants  in 
the  U.  S.  Department  of  Agriculture  Farmer's  Home  Administration 
pamphlet  on  audits  dated  June  1977.   The  purpose  of  our  study  and 
evaluation  was  to  determine  the  nature,  timing,  and  extent  of  the 
auditing  procedures  necessary  for  expressing  an  opinion  on  the 
company's  financial  statements.  Our  study  and  evaluation  was  more 
limited  than  would  be  necessary  to  express  an  opinion  on  the 
system  of  internal  accounting  control  taken  as  a  whole. 

The  management  of  Miles  Community  College  is  responsible  for 
establishing  and  maintaining  a  system  of  internal  accounting 
control.   In  fulfilling  this  responsibility,  estimates  and 
judgments  by  management  are  required  to  assess  the  expected 
benefits  and  related  costs  of  control  procedures.   The  objectives 
of  a  system  are  to  provide  management  with  reasonable,  but  not 
absolute,  assurance  that  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition,  and  that  transactions  are  executed 
in  accordance  with  management's  authorization  and  recorded  properly 
to  permit  the  preparation  of  financial  statements  in  accordance 
with  generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal 
accounting  control,  errors  or  irregularities  may  nevertheless 
occur  and  not  be  detected.   Also,  projection  of  any  evaluation  of 
the  system  to  future  periods  is  subject  to  the  risk  that 
procedures  may  become  inadequate  because  of  changes  in  conditions 
or  that  the  degree  of  compliance  with  the  procedures  may 
deteriorate . 

MEMBER:  AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 
AND  MONTANA  SOCIETY  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 
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Our  study  and  evaluation  made  for  the  limited  purpose  described 
in  the  first  paragraph  would  not  necessarily  disclose  all 
material  weaknesses  in  the  system.   Accordingly,  we  do  not 
express  an  opinion  on  the  system  of  internal  accounting  control 
of  Miles  Community  College  taken  as  a  whole. 

However,  our  study  and  evaluation  disclosed  the  following  condi- 
tions that  we  believe  result  in  more  than  a  relatively  low  risk 
that  errors  or  irregularities  in  amounts  that  would  be  material 
in  relation  to  the  financial  statements  of  Miles  Community  College 
may  occur  and  not  be  detected  within  a  timely  period. 

DEBT  SERVICE  FUNDS 

At  June  30,  1982,  the  College  had  a  balance  of  $880,498.54  in 
FaHA  notes  payable.   Payment  had  been  made  in  the  audit  period  of 
$19,501  principal  and  $62,660  in  interest  for  the  Farmer's  Home 
Administration  mortgage  on  the  physical  education  facility. 
Payments  of  principal  and  interest  on  the  mortgages  are  recorded 
in  the  College's  books  but  required  transfers  to  investment  in 
plant  have  not  been  made.   The  terms  of  the  FmHA  mortgage  require 
the  College  to  maintain  full  accrual  accounting  and  to  comply 
with  generally  accepted  accounting  principles.  Because  of  the 
noted  discrepancies  in  the  accounting  records,  they  have  not 
complied  with  generally  accepted  accounting  principles  and 
further  do  not  provide  to  management  and  users  the  full  disclosure 
of  the  College  financial  condition.   Year-end  adjustments  were 
made  to  the  financial  statements  to  bring  them  into  compliance. 

RECOMMENDATION: 

We  recommend  the  College  properly  record  all  debt  service 
transactions  so  as  to  comply  with  generally  accepted  accounting 
principals  for  colleges  and  universities. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  to  be  applied  in  our  examin- 
ation of  the  1981  and  1982  financial  statements,  and  this  report 
does  not  affect  our  report  on  these  financial  statements  dated 
November  23,  1982. 


This  report  is  intended  solely  for  the  use  of  Management  and  U.S. 
Department  of  Agriculture,  Farmers  Home  Administration  and  should 
not  be  used  for  any  other  purpose. 
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